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BH Leasng was formed in 1996 for leesng heavy equipment to enterprises in Bosnia and
Herzegovina. The donor consortium conssting of the countries of Western Europe, USA and
Jgpan including a host of other internationd inditution and multilaterd  development
organizations, such as, the World Bank, European Union, European Bank for Reconstruction
and Devedopment, US Agency for Internationa Development, the Overseas Deveopment
Council co-financed nearly USD 5.1 hillion for the programs for development of the war
ravaged country.

Programs for recondruction of the indusry and the infrastructure conssted of sectord
development projects for rehabilitation of eectric supply, transportation, heath, water supply
and demining. Some other projects addressed the humanitarian needs of the population, and the
industrid re-start program was introduced to encourage investments.

Mogt of the sectora development programs included requirements for equipment for the
recondruction and rehabilitation of the industry and infrastructure. Financing of the sectord
programs fell short by at least 40 percent of the tota project cost and it seemed that leasing of
the equipment would offset this shortfall. Therefore, BH Leasing presented a proposal to lease
equipment for the recondruction projects in Bosnia and Herzegovina. The Internationd Finance
Corporation indicated that the idea to setup a leasing company in Bosnia and Herzegovina, was
dready on ther agenda, and they would support the proposed establishment of a joint venture
company to lease heavy equipment. At the same time, the Centrd and Eastern European
Business Information Center (CEEBIC) of the Department of Commerce endorsed the idea of
leesng of heavy equipment manufactured by US companies. The US Trade & Deveopment
Agency approved a grant for a feashbility study for the "Egtablishment of an Equipment Leasing
Company in Bosnia and Herzegovind'. Unioninvest of Sargevo was the grantee and the BH
Leasing was selected as consultants for the implementation of the project.

BH Leasng through their contacts was able to find a reputable locd Bosnian company
Unioninvest to be the sponsor of the study. By July of 1998, with the funding from USTDA,
BH Leasng decided to implement a sudy to assess the market for leasng of heavy equipment
and andyze the feashility of edablishing a joint venture leesng company in Bosnia and
Herzegovina Assessment of the market for leesng of heavy equipment focused on three mgor
sectors of the economy - i.e the transportation sector, the energy sector and the construction
and condruction materids indugtry. Almost hdf of donor funding was directed a the
recongtruction of these sectors, which received priority from the World Bank and other donors.

As of November 1, 1998, USD 325 million was spent on the energy sector, USD 260 million
for the transportation sector, and USD 425 miillion for housng, USD 204 for water supply, and
USD 85 for government buildings. The congruction and condruction materias industry
receved a dgnificant portion of these funds spent on housing, government buildings, water
supply  system, roads and highways, bridges, and dectricd generation, transmisson and
digtribution, cantona and municipa governments, and education.

The assessment of the leesng potentids involved meeting with officids of the World Bank who
were in charge of implementing programs for the recondruction and rehabilitation of the three
sectors and responsble for adminigtering investment guarantee programs, such as, the Politicd
Guarantee Feclity (PGF) and the multilatera investment guarantee agency (MIGA). Task



managers in each of the three sectors were interviewed regarding the staus of priority
recongruction programs and requirements for equipment for implementation of the sectord
development projects. Task managers of the World Bank for the three sectors, gave encouraging
responses on the potentials of leasing in Bosnia and Herzegovina. IFC the pivate sector lending
am of the World Bank who has promoted the edtablishment of leasng companies in the
emerging makets indicated their interest in paticipaing in the proposed joint venture.
Oversess Private Investment Corporation (OPIC) aso pledged support for leasing in Bosnia and
Herzegovina The European

Bank for Recongruction & Development dso pledged support for the establishment of the
leesing company promising both equity and financing. Two of the largest and mogt sable and
reputable barnks in Sargevo expressed interest in a drategic raionship with the joint venture

company.

The study team conducted both primary and secondary research to obtain information on the
present and future implementation of recongruction and development programs in the three
sectors. The requirements for equipment

needed for implementation of these programs indicaied a potentidly high demand for leasing.
The condraints in the domedtic financid sector Sgnificantly intensfied the demand for foreign
capita for financing the need for capitd investments in the locd economy. Mgor congrants
are lack of commercid credit and loans and high interest rates.

Findings of the sudy indicate that there is a dgnificant demand for leesng of heavy equipment
for the cod mines and the three dectric utility companies (Elektroprivredas). In the transport
sector, arports, roads and highways, and the port of Ploce offer good prospects for leasing of
heavy equipment. The congtruction and congruction materids industry are dso a ready market
for both operationa and financia leasing.

Financid pro-forma andyss shows that the investment will generate a 34 percent return (ROI).
An initid invesment of two million dollars (US) is needed to cover the firg three years
expenditures, induding any contingencies. At least, twenty million dollas (US) will be
required in the form of equity or debt financing for leases in the first year of operations. It is
possible for the proposed leasing company to attain atarget of USD 200 million in four years.

A survey of the trangportation sector, energy sector and congtruction and construction meterials
industry reveded a robust demand for leesng. Heavy equipment, such as - dump trucks,
bulldozers, excavators, asphat plants, paving machinery, cranes, turbines and generators,
substations, snow remova and winter maintenance equipment, concrete factory, quary
equipment, conveyors, and underground mining equipment, as well as, passenger and cargo
trangport aircraft, arport security, ar navigation and control equipment, screening, batching
and crushing plants are in high demand.

BH Leasng's market entry drategy would be to minimize risk by deding with a sdect group of
quaified buyers (potentid lessees). All liadilities of the leesng company and dients will be



covered by insurance. Credit insurance for lease payment receivable is another means of
reducing losses and gaining a larger market share. Guarantees from MIGA and the Investment
Guarantee Agency ae avalable to protect the foreign invesment againgt politicd risks and
expropriations.

BH Leasng comprises of a team of professonds in internationd development, internationa
finanhce, management and technica aress of expetises BH Leasing is a newly edablished
company and shdl be responsble for the management and operations of the joint venture. As
the US partner to the joint venture, BH Leasng shdl retan mgority share in the joint venture
company with 51 percent of the shares and Unioninvest owning 49 percent. Both parties agree
to surrender shares proportion to thelr ownership in the company to subsequent partners joining
the venture. BH Leasng will implement the study and work with the partners and potentid
investors in establishing and operating the leesng company. Hoffman Internationd will act as
the technicd patner who will advise and assg in the edtablishment of the company and
executing lesse transactions.

BH Leasing initiated dialogue with various potentia partnersin the USA and in Bosnia and
Herzegovina regarding collaboration in the proposed joint venture. The company established
relaionship with various suppliers and manufecturers of equipment in the United States and in
Europe, such as, Caerpillar, Asea Brown Boveri, Ingersoll-Rand, Eudid-Hitachi, Artnedill
Machinery, Williams Patent Crusher, PhilipsN.V ., Detroit Diesd, Blaw Knox Paving,

Harnidifeger Indudtries, General Electric, Nordberg, Tamac Systems, Teknox Trading and
Terex Cranes.

BH Leasng isin discussion with various internationa investors and development financing
inditutions for partnering, equity investments, building strategic rdaionships, and financing
of the leasng company.

Recent reform of the financid laws and regulations and privatization lawvs are encouraging to
the establishment and operations of financing and credit inditutions in BiH. The economic

environment also indicates that the anticipated growth of the private sector and export- .
oriented indudries, and the privatization of date owned enterprises will generae subgtantia

demand for leased equipment.

Detailed discussons on the economic, marketing, financid, technicd and legd and regulatory
Issues are given in the appropriate sections of this report. Also, this report contains the latest
Laws on Foreign Invesment in Bosnia-Herzegovina, a standard international 1ease agreement,
and brochures of BH Leasing.

The study recommends the establishment of the leasing company in Bosnia and Herzegovina.



